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(President)-. Before Mr. Hill resumes his evidence, 1 
want to say something about our future course. We are 
assuming that Mr. Hill, in his examination-in-chief, will 
take the best part of today ; do you think it will take 
longer than today, Mr. MacLaren? 



(Mr. MacLaren) : No, Sir. 

(President) : Mr. Grant, I understand that Mr Lawson 
will not be available for one reason or another until 
Thursday of next week? 

(Mr. Grant) : I hope that is not quite right, Sir. The 
latest news I received this morning is that he hopes to 
give evidence- in-chief on Tuesday. 



(President) : What about Mr. MacKenna? 

(Mr. Grant) : He also hopes to be back on Tuesday, but 
of course he may be wroing about that. However if he 
is not back on Tuesday, we would be prepared to go on. 

(President): You would be prepared to take Mr. 

Lawson’s evidence? 

(Mr. Grant) : Yes, Sir. 

(President) : So on the assumption that Mr. Fay does not 
desire to cross-examine Mr. Hill immediately after his 
examination-in-chief, we could take Mr. Lawson on 
Tuesday? 

(Mr. Grant) : Yes, Sir ; I hope that will be all right. 

(President) : He is giving evidence somewhere else, is he? 

(Mr. Grant) : No, Sir ; he is just ill. 

(President): I had the impression, although I may be 
wrong, that in addition to being ill he was going to be 
elsewhere after becoming well. 



(Mr Grant): He was engaged in a High Court case 
later next week. Sir, but that has been postponed, and he 
will be able to give evidence when he is well again. 

(President) : And he thinks that will be on Tuesday? 

(Mr. Grant): Yes, Sir, but of course he might be 
mistaken about that. 



87597 



(President) : On the assumption that Mr. Hill’s evidence- 
in-chief will finish today, on Monday we shall be hearing 
the witnesses who, we are told, it is desired should give 
evidence for the London Passenger Association ; we were 
told that they had one or two witnesses. For the Benfleet 
Objectors we were told that there are five witnesses and 
a representative and I think there is a witness for the 
Hastings Objectors. The Clerk for the Herne Bay Urban 
District Council is next, and then Mr. Ruler, who as usual 
appears for the Kent Ratepayers’ Association. It rather 
looks as if that will :take the best part of Monday, so that 
will provide us with work up to the end of Tuesday at 
least. How long do you anticipate Mr. Lawson will be 
giving evidence-in-chief, Mr. Grant? 

(Mr. Grant) : We hope he will be finished within a day, 
Sir. 

(President): Not more? 

(Mr. Grant) : No, Sir. 

(President) : Mr. Fay, will you be ready on Wednesday 
to cross-examine Mr. Hill? 

(Mr. Fay) : Yes, Sir, with the weekend intervening I shall 
be in a position to cross-examine him on Wednesday. 

(President) : Then that looks as if we can safely 

prophesy that we shall sit on Monday, Tuesday and 
Wednesday of next week. I do not know whether there 
is anyone here whose causes I have not mentioned and 
who proposes to address us? 

(Mr. Noakes) : I appear on behalf of the Hastings Cor- 
poration, Sir, as distinct from the Hastings, Bexhill and 
District Season Ticket Holders’ Association. I do not pro- 
pose to call any evidence, but I do desire at a convenient 
moment to address you shortly. I think if you were to 
allow me twenty minutes to half-an-hour at the outside, 
that would be sufficient, but I am anxious to avoid Monday 
and Thursday of next week for my personal convenience. 

A2 
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{President) : Have you any thoughts as to whether it 
will be convenient for you to address us before the whole 
of the evidence of Mr. Lawson and Mr. Hill has been 
given? 

{Mr. Noakes): I would suggest that I should address 
you a little later. Sir ; if you could say that it would not 
be on Monday or Thursday that you would require me to 
be here, perhaps you could indicate some approximate 
time when you would desire me to address you. 

{President): At the moment we shall deprive ourselves 
of the pleasure of hearing you on Monday and Wednesday 
of next week, but we cannot give you any definite time 
at the moment. 

{Mr. Noakes) : If you please, Sir ; I shall be here on 
Tuesday. 



{president) : Yes. It might be on Tuesday ; if Mr. 
Lawson does not take the whole day, you could make 
your address at the end of his evidence. 

{Mr. Noakes): If you please, Sir. 

{President) : Is there anybody else here who proposes 
to address us? 

{Mr. Grant): 1 propose to address you on behalf of 
Beckenham, Sir ; I do not propose to call any evidence. 

{President) : And you propose to address us after the 
evidence of Mr. Hill and Mr. Lawson, both in chief and 
in cross-examination? 

{Mr. Grant): Yes, Sir. 

{President): In any event we shall not be starting on 
Monday until 11 o’clock. 



Mr. Stanley William Hill, recalled. 
Examination by Mr. MacLaren continued. 



3640. Mr. Hill, I was asking you about the allowance 
for trend, and we were looking at the budgets, Exhibit 
BH 17 (revised) on page 120 of the Fifth Day of the 
transcript. You had called attention to the fact that the 
actual figures for the three periods, September, October 
and November, fell short of the budget by 3-7 per cent.? — 
Yes. 

3641. And you were calling attention to the factors that 
had produced that fall in that period? — ^Yes. 

3642. I was just beginning to ask you about the factor 
of weather? — Yes. 

{Mr. MacLaren) : If it would be a more convenient way 
of dealing with the matter. Sir, the London County Council 
have produced extracts from the meteorological observa- 
tions at Kew, the daily notes, and perhaps it might be 
more convenient for the Tribunal to look at those now. 

{President) : Very well, Mr. MacLaren ; do you want 
them copied? 

3643. {Mr. MacLaren) : We have copies to put in. Sir. 
{Schedule LCC 1 and LCC 2 put in.) Could we refer first 
to Document LCC 1, which is headed: “Meteorological 
Observations at Kew — daily notes ; summarised from 
Table VII of Registrar-General’s weekly return for 
England & Wales ”. As the form shows, the left-hand 
side gives extracts from the report for each day in 
November, 1958, and the right-hand side gives extracts 
for the corresponding days of the week in 1957. {To 
the Witness) : The form speaks for itself, but if we could 
take it period by period, in the first period, from the 3rd 
November to the 9th November, in 1958 it is seen at once 
that there were four days with fog? — ^Yes. 

3644. Whereas in 1957 there was none? — That is so. 

3645. In the next period there are again four days of 
fog in 1958, and in 1957 there was one day on which 
there was fog in the afternoon? — That is right. 

3646. In the next period, again of four days, there was 
fog again during the day, and in 1957 there is one, and 
that was on a Sunday. In the last period there were four 
consecutive days of fog in 1958, and on the other side 
there are three days with fog at some time during the 
day or evening. I think the table speaks for itself, but 
you would expect the comparison between the weather in 
the two years to affect traffic receipts, would you not? — 
I think it is generally known that it does, and perhaps fog 
does it more than any other factor. One can see, looking 
at the deviations from budget as shown in BH 17 (revised), 
in those weeks when the incidence of fog was really heavy, 
really large sums by which the actuals did fall short of 
the budget. I cannot take it further than that ; whether 
it is cause or effect, I do not know. 

There is just one small point I would like to make : At 
the conclusion of the proceedings on Wednesday I did say 
.hat there were 17 days of fog in November last, but it 
is shown here now as 16 days, and I should like to make 
that clear. There was one doubtful one, and I think on 
balance it ought to be excluded ; it is shown as 16 days 
now. 

3647. While we are on this question, would you look 
at Exhibit BH 17a, which shows the first few periods for 
1959, and again, on Document LCC 2, the comparable 
weather reports. In the first period, from the 29th 



December, 1958, to the 4th January, 1959, which appears 
on the left-hand side, there were no days with fog? — 
That is true. 

3648. And in a similar period, from the 30th December, 
1957, to the 5th January, 1958, on the other side, there 
were no days of fog either? — That is so. 

3648. In the next period, from the 5th to the 11th 
January, there are two days of fog in 1959 — that was on 
the 5th and 6th January — and on the right-hand side there 
were no days of fog in 1958? — ^That is so. 

3650. In the next period, from the 12th January to the 
18th January, in 1959 there are four days of fog — “Fog 
from mid-afternoon becoming thick ; fog dense to thick 
until mid-evening ” — and so on? — Yes, that was about 
that period. 

3651. And in the corresponding period on the other 
side, from the 13th January there were three days of 
fog : “ Fog and frost in evening ; fog and mist at first ; 
fog until mid-evening ; fog until early afternoon ”? — Yes. 

3652. In the next period in 1959, from the 19th January 
to the 25th January, there were two days with fog, one 
being a Saturday when it was foggy in the morning, and 
the next being a Sunday, when it was foggy most of the 
day ; in the corresponding period from the 20th to the 
26th January, 1958, there was one day with fog in it, I 
think ; that was on the 23rd, when it was “ Fog for a short 
time ’’? — Yes. 

3653. And from the 26th January to the 1st February, 
1959, there were five days of fog? — Yes. 

3654. On the 26th there was thick fog, clearing mid- 
day, but returning in the evening ; on the 27th there was 
moderate fog from the late afternoon ; on the 28th there was 
thick fog, a sunny early afternoon, but dense fog in the 
evening ; on the 29th it was foggy all day, dense in the 
evening ; and on the 30th it was thick fog, but dispersing 
in the evening? — Yes ; that was that very bad period when 
things got very disorganised. 

3655. In the corresponding period in the previous year, 
from the 26th January to the 2nd February, there were 
four days of fog ; on the 29th January there was fog 
developing late afternoon, becoming thick ; on the 30th 
there was thick fog ; on the 31st there was thick fog 
until mid-morning and fog in the early evening, and then 
again on the Sunday, 2nd February, it was cloudy with 
fog in the morning? — ^There was a close correlation as 
it happens between the incidence of fog in the January 
period of 1959 with the plusses and minuses in Exhibit 
BH 17a ; it is quite marked here. 

{President) : What horrible lives we live! 

{Mr. MacLaren) : Yes, Sir ; this is quite the gloomiest 
document I have seen for some time. My learned friend 
Mr. Fay has asked for some information about car 
registrations ; I now have that information, and if it is 
convenient I would like to distribute it so that Mr. Hill 
can draw attention to one or two matters. {Schedule put 
in and marked Exhibit LCC 3.) I do not know whether 
the form which has been handed to you. Sir, has three 
figures written in on the first three lines under the heading 
“ 1958 ”? 

{President) : Yes. 
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3656. (Mr. MacLaren) {To the Witness): The form 
shows the vehicle Excise Licences for each year from 1938 
to 1958?— Yes. 

3657. (Mr. Fay) : Is this for the country as a whole, or 
just for the London County Council? — For the London 
County Council. 

3658. (Mr. MacLaren) : At the foot of the page it shows 
drivers’ licences? — Yes. These are Licences issued, and 
they therefore include so many annual Licences, so many 
quarterly Licences, half-yearly Licences and so on ; they 
are the numbers of Licences issued, not the number of 
vehicles under registration at any particular time. The 
figures should be comparable, unless there had been any 
marked change in the experience of people licensing their 
cars more frequently quarterly and less annually, and so 
on ; but it is within my knowledge that generally speaking, 
although I do not know particularly about London, there 
is no marked change from one year to another with 
licensing authorities. I do not happen to know the actual 
experience of London with regard to that, but it is not 
to be expected that there would be any marked change. 

{President) : Where do these new kinds of scooters — 
Lambrettas and the rest of them — come in? 

3659. (Mr. MacLaren) : I understand they come under 
“ Cycles ”, Sir. {To the Witness) : Do you wish to draw 
attention to the trend over the years shown by those 
registrations? — In latter years, particularly if one were to 
say that it starts at about 1952, to give you a round 
of five or six years, to take the first category, private 
cars, dealing in round figures, the increase in 1953 over 
1952 was some 40,000. The increase in the next year 
is 68,000 ; the increase in the next year was 80,000, and 
the increase in 1956 went down. It is still a large increase, 
but at a lesser rate, 60,000. In 1957 over 1956 the 
increase was a little over 60,000, and in 1958 over 1957 the 
increase was only 50,000. 

3660. What do you infer from the changing rate of 
increase in the number of registrations shown for the 
London County Council? — I infer that the rate of increase 
has certainly not been accelerating latterly ; in fact here 
it appears to have decelerated. It must, of course, be 
remembered that we are dealing here only with the London 
County Area, and that if there is still a net 
immigration going on, that is a factor which would make 
for a reduction in London. But taking it over these years, 
these figures do not indicate any acceleration of the rate 
of increase in Licences issued, but latterly rather the 
contrary. 

These figures are out of line with other figures which 
have been given as national figures for the number of 
new cars registered, a statistic which I think is one which 
one must treat with very great reserve, because there is, 
of course, a tremendous number of new cars registered 
and a tremendous number of old cars taken off the road 
every year as well. 

With regard to the releasing of the restrictions on hire 
purchase, its effect may well be more marked in the 
replacement of old cars by new than by people who have 
not had cars before, having them for the first time. 

I think, although all these figures have to be considered, 
these are perhaps as important as any ; if one looks at 
the plus of cycles, you get large increases in 1953, 1954 
and 1955, each over their previous years, but very little 
increase in 1956 ; and you get a jump forward again in 
1957, and indeed a recession in 1958. I do not think 
the other categories matter at all from the point of view 
of transport. 

3661. If you would just follow that through again, 
there is one little matter I would like to put to you. In 
our tables is there a difference between 1955 and 1956 
on the cycles alone ; I think you said there was a lift? — 
No, it is about the same between 1955 and 1956 — about 
138,000. 

3662. And then there is a jump in 1957? — Yes. 

3663. But in 1958, in fact, there is a fall below the 1955 
level? — That is so. 

3664. That, again, shows that, so far as the London 

County Council registrations are concerned, the trend is 
certainly not accelerating, but is falling? — Yes. The 

Driving Licence figures are of some interest, too. There 
were very large increases in 1953 over 1952, again in 
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1954, again in 1955, again in 1956, but rather smaller than 
previously, and a much smaller increase in 1957. No 
figure can be given for 1958, because we get into the 
difficulties of the three-year Licences. 

3665. That is all you wish to say on this form at this 
stage, is it? — ^Yes. There is another figure on that form 
which I would like just to speak about. I have not got 
a table here, but in addition to the number of Licences 
that are issued the LCC Motor Taxation Department do 
prepare a figure for their own use — I do not think it is 
published at all — of the numbers of vehicles under live 
registration. They take them in the third quarter of each 
year, and for private cars the number in the third quarter 
of 1957 v/as about 20,000 more than in 1956, and the 
number in the third quarter of 1958 was about 26,000 
more. That seems to show, just in that short period, an 
upward turn, but there is quite a fall-off in the classifica- 
tion cycles and tricycles : Whereas there was an increase 
between 1957 and 1956 of about 7,000, the increase in 
1958 over 1957, again in the third quarter, is only 2,000. 
Again that is, of course, only the London Area. 

3666. If we may just sum up the effect of your evidence 
on trend, you are saying, are you not, that the trend 
shown by the tables you have produced is about .£0-5m. 
per annum? — Yes, that has been the experience over 
the last few years. 

3667. Just to bring what you have just been saying 
into line, what effects have the facts about the motor-car 
registrations, at which we have just been looking, on 
your view as to the trend at present going forward into 
1959? — I do not think the motor-car registrations, as such, 
are conclusive. They do not bear out the idea that with 
less restriction on hire purchase, and so on, there is an 
increase in the rate of motor-car registration, and I find 
it very hard, therefore, to accept the view that Mr. 
Harbour put forward, namely, that about £0-7m. has 
been the measure of the trend, but that this year he would 
have doubled it in any event. I find no evidence on these 
figures to justfy that doubling the rate of loss of traffic. 

3668. Do you see any reason for this from television 
purchase either? — I have no figures there, but, surely, that 
is a factor that must be approaching saturation. It is 
known that three out of four households now have tele- 
vision, and there must be a point of saturation somewhere. 
Even the statistics of the numbers of sets now being 
sold, either on hire purchase or otherwise, do not help 
at all in measuring the effect of television on people’s 
travelling habits, because people are always replacing 
their sets with improved sets, and the very fact that a 
very large percentage of the people are known to have 
sets now must surely mean that that factor is declining 
in its effect. 

3669. In other words, these factors, so far as you know 
about them, show that the trend is not accelerating, at 
least? — I do not think there is any evidence to indicate an 
acceleration of the downward trend. 

3670. If you be right in that, of course, it leaves the 
remainder of the allowance, the £3'6m., for the permanent 
effect of the Strike? — It would do if the .£3 -6m. were right, 
yes. There is no indication that you can measure the 
permanent effects of the Strike at anything like that 
amount, and I do rtbt think Mr. Harbour has put it at 
more than about half that ,£3-6m. So taking the two 
together, I find it extremely difficult to think that the 
allowance beween the 1959 and the 1958 budgets for 
these figures together should be £3'6m., or, indeed, any- 
thing like £3-6m., but I cannot say what the figure should 
be. Certainly, it seems to be a very, very generous 
allowance for these factors. 

3671. May we now pass on to the question of the 
London Transport Executive’s contribution to Central 
Charges. Before we look at your Exhibits on this matter, 
there are one or two general questions : As we all know, 
this matter loomed large in 1950, 1951 and 1953? — Yes, 
it was very large then. 

3672. 1 think you took a view in 1950 as to the way 
the proper contribution should be calculated at that time? 
—Yes. 

3673. Could you just, very briefly, say what that was? 
— Well, if one is trying to find out what the London 
position should be, then one should cost London in relation 
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to its interest charges just as one did for all other items 
of expenditure. It could be done, the figures were there, 
and if one was trying to assess the burden of interest 
and other capital charges in London, one should go to the 
actual facts and assess them. That was the basis of the 
calculations which I put forward in 1950. 

3674. I think that was known as the specific approach? 
— That became known as the specific approach in contra- 
distinction to what, I think, became known as the global 
approach of taking a sum and dividing it up in some 
way. 

3675. Just generally, has your view changed about 
that?— No. I would like to get this quite clear, if I 
may: I never abandoned the principle that the specific 
approach was the only right one from an accounting 
point of view, but in 1951 I did measure those methods 
and I found that the figures were within £0-2m. There 
had been a very great debate on the principle and theory, 
and I stated in evidence then that, faced with a difference 
of £0-2m., it did not seem worth while spending a great 
deal of time again talking about principles and theory 
when the net difference at that point in time was only 
about £0'2m. I think you have the reference there, have 
you not? 

3676. Are you thinking of page 436 of the 1951 Inquiry? 
—Yes. 

3677. [President): I think it is Q. 5065, or thereabouts. 
I gather we need not trouble to be accurate within a quarter 
of a million? — No, Sir, I do not think that necessarily 
follows. 

3678. [Mr. MacLaren): Was that the part to which 
you wished to refer? —Yes. 

3679. Would you read it? — ^The extract was this: 
“ . . . I therefore reasoned in this way, that the two 
methods of approach are very, very divergent indeed in 
their details, but, as it happens, on the later data and 
not on the earlier data they come very close indeed on 
my calculations. I therefore reasoned that it was very 
ridiculous to spend a great deal of time on a different 
method of approach if, by following on the same line 
as Sir Reginald up to a certain point but with rather 
different figures, I was reaching the same end to the extent 
of £0-2m. as measured against his expenditure . . . ”. 
Actually, as one will see later, whether one follows the 
specific approach or follows a global approach, on what 
1 believe to be the right method, one comes, over this 
period of years, to a comparatively small difference, a 
difference of about £lm. over ten years. It all depends, 
of course, upon whether one does the global approach 
rightly. 

3680. [President): Or the specific approach rightly? — 
Yes, Sir. That can be done rightly. I would not say that 
it ever has been done rightly because all the figures are 
not in the accounts, but the specific approach was capable 
of being done rightly to within a matter oif pounds. I do 
not say any figures have ever been placed before you that 
have got down to that point of accuracy, they have not, 
but it could have been done. 

3681. [Mr. MacLaren): I believe I am right in saying 
that Mr. Lawson on this occasion has used the same 
method o.f approach as you described as the specific 
approach? — On the Table WHL 1 and the series of tables 
before us, yes. There are one or two particular points 
of difference in one or two items, but substantially it is 
on those same lines. 

3682. Subject to fine points of that kind, are you in 
agreement with what Mr. Lawson states in those tables 
on the question of Central Charges? — Indeed I am, yes. 

3683. Would you look at your Table SWH 4 on Day 
Nine, page 219. I think this /table has two purposes ; can 
you tell us, broadly, what they are? — The main purpose 
is to show the character of the items that we are allocating 
to Central Charges, and to do that the several items that 
come into that calculation have been included either in 
category A or category B. Category A are charges for 
the services of capital, substantially interest charges, but 
not quite all, there are other charges that are definitely 
associated with the service of capital. The other items are 
just little bits, apart from the Central Administration 
Charge, and none of those, certainly not the Central 
Administration item, can be said to be associated with 
the service of capital. But the point here is that the part 



which relates to charges far the service of capital is the 
overwhelming part, it is 97 per cent, in 1957, and it is 
of the order of 97 per cent., in some cases 98 per cent., 
in some cases a little less, over those years. In other 
words. Central Charges are not really much more than 
charges for the service of capital with a few other little 
bits thrown in, and it does not really matter how you 
apply the apportionment to those other items, because, 
within reason, you are bound to get the same sort of 
share. If you take a percentage of 12 or 8 one is only 
dividing up £lm. net each year, so it does not matter 
very much. But the total sum of Central Charges is, to 
all intents and purposes, a charge for the service of capital. 

3684. I think, as you said, that is the main purpose of 
the table, but it has one further purpose, that you take 
your total line, line 14, into your next table, do you not? 
— That is so, yes. There is not included in this list of 
Central Charges here those few items that arose only in 
the first few years which were grouped in the accounts 
under the heading of special items, but which were quite 
definitely specific to some activity or another. There was 
the writing off of equipment on the restaurant-cars, some 
adjustments of stores on the road haulage, and things 
like that, which I have never believed were in the nature 
of Central Charges at all and really should have been 
written off in the working expenses, but that does not 
matter, they are not Central Charges. Those items have 
ceased to feature in the accounts of the Transport Com- 
mission. 

3685. I think they were in in 1948,- 1949 and 1950? — 
Yes, I do not think there was anything after 1950. There 
might have been the odd one or two, but they have not 
been in for years now, there has been nothing like that 
for years now. 

3686. So your table excludes those items for that reason? 
— ^Yes. 

3687. Is there any other particular matter to which you 
wish to call attention on the items in the table? — I do not 
think so. 

3688. You have given some special treatment to the 1956 
and 1957 figures at the foot of the table where you have 
taken away sums put to the Special Account under the 
1957 Act? — Not quite that, where I have shown as reduc- 
tions interest on the advances on which items of interest 
are chargeable to the Special Account. 

3689. I just want to ask you about that. Why have 
you taken those items of interest away from this calcula- 
tion? — I think one must do so. I have taken them away 
for this reason, that they are specific charges against 
British Railways intended as such bearing, as it happens, 
high rates of interest. If one does not make that adjust- 
ment it means, in effect, that you would be loading London 
Transport with a share of the high interest costs of the 
advances on the railway modernisation or the advances 
for financing the deficits. There is another reason, of 
course: The arrangements that a/re now in force for fund- 
ing the deficit of British Railways makes it necessary 
to make this adjustment in this way. One only sees the 
full effect of it, o>f course, when one comes to make 
the apportionment in the next table. 

3690. Just one matter before we pass to the next 
table: Mr. Winchester advanced three bases of appor- 
tionment of Central Charges. As I noted them, there 
was the test of gross receipts, the test of working ex- 
penses, and the test of the number of staff? — Yes. 

3691. What do you say about those three tests? — Only 
what I have always said, that I think in any test dealing, 
as it is, with splitting up charges for the service of capital, 
the gross receipts, or net receipts, or working expenses, or 
numbers of staff, is totally irrelevant, it has no relation- 
ship to it at all. There is no correlation between gross 
receipts, working expenses and the number of staff with 
capital invested, and as we are dealing with the prices 
of capital invested, I cannot see their relevance at all. 

3692. I suppose it is anticipated that the number of 
staff will, in fact, be reduced by improved capital equip- 
ment? — Yes. To bring it down to that, one can take 
the very simple example of two ways of doing a thing, 
one with capital invested in machines and the other with 
manual labour, where in the latter case the number of 
staff will certainly be high but the capital invested can 
be practically nil. With that extreme example, of course, 
you get a factor that is diametrically opposed to being 
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a valid factor, it gives you a complete distortion. I have 
never been able to see how this could bear any relevance 
to a charge for the service of capital. It may be appro- 
priate as a basis for splitting up, if one likes, the Central 
Administration, but it is so trivial. 

3693. May we now turn to SWH 5. The general pur- 
pose of this form is, I think, to apportion the Central 
Charges between the London Transport Executive and 
the British Transport Commission? — Yes. 

3694. What is the basis you have chosen for that? — 
The capital invested of the two undertakings. 

3695. That is not just the fixed assets, but the total 
capital invested?— It really is in line with the apportion- 
ments that have been shown before on net book values, 
but refined to bring in the whole of the capital invested, 
which is certainly necessary in view of the sizeable figures 
of money that are invested in deficits, and, of course, the 
moment one begins to bring in any figures of balance in 
funds one must look at the whole capital invested. The 
other small alteration that I have made compared with 
anything previously brought forward, is to bring in the 
figure for capital invested in liquid assets, in stores and 
materials. That has not been done before. Strictly 
speaking, it should have been done, though, actually, I 
do not think we ever had an up-to-date figure for stores 
in London until “ London Transport in 1957 ” was pub- 
lished, which gave us a figure ; but, strictly speaking, it 
should always have been done if one is measuring capital 
invested. The capital invested in any of these activities, 
either in the whole or in any part, is the money invested 
in fixed assets, the money invested in liquid assets, the 
accumulated deficit, if there be one — and that is just as 
much capital invested on interest as if you put it to 
laying a railway track — less, of course, the amount of 
internal investment, the balance of internal provision. 
One could do this for every activity. I do not say 
you could do it entirely from the published accounts, 
but one could do it for every activity and find out what 
capital invested the BTC have in each of those activities, 
and that, surely, must give as fair a method as one could 
possibly get of splitting up the charges for the service 
of capital. One could go a little bit further here and 
bring in a figure of capital invested in debtors and 
creditors, ordinary current debtors and creditors. That 
is a very difficult thing to do and it cannot alter the 
answer by £0Tm. or anything like that, so it has not 
been done. It is a figure that changes over the year, 
and it is a bit difficult ; but if one did that, one would 
have the entire figures of capital invested in each activity. 

3696. Just to follow very hriefiy the lines so we know 
v/here they come from ; Line 1 is the book value of the 
fixed assets taken primarily from the accounts, is it not? 
— ^That is from the published accounts, yes. 

3697. How did you arrive at the figure in line 2, stores 
and materials London Transport Executive? — ^That figure 
is not shown separately in the published accounts, but 
we have a starting figure and we have an ending figure. 
The starting figure shown in the accounts for the London 
Transport Executive is about £3'8m. to £3'9m., and we 
have the ending figure which is shown in “ London Trans- 
port in 1957 ” also in round figures of about £4m., so I 
have taken £4m. all the way along. It obviously cannot 
vary much, the value of stores would not go up by more 
than hundreds of thousands of pounds in each year. 

3698. Of course, for this purpose you only need your 
figures to the nearest million? — Yes, absolutely. It might 
have happened that in one of those years it was nearer 
£5m. than £4m., but there is no figure published, and -I 
do not think I shall be told that that figure is wrong. 

3699. Then you bring in on your next line accumulated 
surplus or deficit from London Transport? — Yes. 

3700. I think we may take it that that figure also is, in 
fact, drawn from line 22, is it not? — ^That is line 22 to the 
nearest million, yes. You have got to work back. 

3701. So we can deal with that when we reach it. The 
next line, of course, is the total. Then there is the sub- 
traction of the balance of provision account? — ^Yes. 

3702. Now the Maintenance Equalisation Account? — 
Yes, that is the amount standing to the credit of London 
in this account for these periods. This is a little difficult, 
because one cannot just lift that figure from the published 
accounts, although I have little doubt that precise figures 
are shown in the detailed accounts of the British Transport 
Commission, so they could easily be derived ; but we have 
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this evidence. We know what the transactions in and 
out of the account are over the years, and we know, we 
have had it in evidence at this Inquiry, that the balance 
at the end of the year 1957 was approximately £9m. — ■ 
and I will deal a little further with that later, if I may. 
The present account is a conglomeration of the old 
Abnormal Maintenance Account and the Displaced Assets 
Account, together with one or two other transfers frqm 
the Taxation Account and the Contingencies Account. 
What I have not been able to do is to state what the 
figure was at the 1st January, 1948, and work forward, 
although one can get somewhere near it, but what I have 
done is I have taken the 1957 figure of £9m. and worked 
backwards. It has been stated that Mr. Winchester’s figi^e 
of £9m., which he made quite clear was measured according 
to the needs of London, not the accounting balance that 
was standing to the credit of London, was of the same 
order as the accounting balance. 

3703. Perhans you had better look at that. It is on Day 
Seven, page 161, Q. 2003. The answer to Q.2003 was: 

“ The question of what London Transport has contributed 
is an extremely complicated matter, but it is not out of 
line with what they have contributed once one has followed 
the various ramifications of how the Commission’s books 
were opened, which is a matter on which we have spent 
a great deal of time at these Inquiries in the past. (Q) 
Yes, I know. You say that it is ‘ not out of line with ’, 
which is a curious answer ; I am asking you : Is it pro- 
portional to the amount which London Transport con- 
tributed to this fund? — (A) I should be surprised if it is 
precisely proportionate to it. (Q) Do you know whether 
it is or not? — (A) I am informed by Mr. James that it is 
within striking distance.” Those were the answers you 
were thinking about? — Yes, and there are one or two 
more, I think. 

3704. Q. 2006 : “ Then I come back to where I began : 
If you have not made the calculation, and if you cannot 
answer, say so? — (A) I would prefer you to put the calcula- 
tions to Mr. James. I am not here to take you through 
the detail, but I have had some brief discussion with Mr. 
James upon it, and what he showed me looked as if it was 
about right. But my mind is not sufficiently informed 
upon it.”?— Yes. It does not matter very much when one 
is dealing to an approximation of £0Tm. whether it is £2m. 
out one way or the other on that point. Anyhow, what 
I have done is to take the £9m. and work back, and the 
working back, of course, can be done by plussing and 
minusing the transactions into the account and the LTE 
transactions out of the account. 

3705. I think you actually get from X-11 on page 56 
of the 1957 Accounts the Maintenance Equalisation 
Account movements during the year? — ^That is so, re- 
membering that for all years except the last two one 
must also look at the Assets Displacement Account, which 
has now got merged into this. So that one gets the 
figure at the end of the year of the net capital invested, 
that means invested by the BTC in this activity. 

3706. I just wanted to refer to the 1956 figure, but I 
do not think we need delay on it. The 1956 figure which 
you have given of - £8m. is, I think, different from the 
figure given by Mr. Winchester? — ^I think he takes £9m. 
in both years at the beginning of the year and the ending 
of the year, hut if you take fhe £9m. and work hack in 
the accounts it comes nearer to £8m. than £9m. 

3707. Very simply, you have subtracted that line, and 
I think you have already said that you have subtracted 
it? — ^That is so, yes. 

3708. Then we come to the net capital invested in line 6, 
and line 7 is the mean for each year except 1948?— Yes. 
One does not have figures from the published accounts for 
the 1st January, 1948, that one can accept, several items 
were a bit fiuid then, so just for that year I have taken 
the figure as at the end of the year instead of as at the 
beginning of the year. 

3709. I think we can take lines 8 to 13 together. It 
is exactly the same operation this time for the British 
Transport Commission, and I think all the figures are 
available?— All of those figures can be taken straight 
from the published accounts, yes. 

3710. Again you give special treatment to the years 
1956 and 1957. Could you say what you have done 
there? — Of course, it is necessary to take out the advances 
which have been made by the Government to the Trans- 
port Commission for financing the balance of expenditure 
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on the railway modernisation programme and for financing 
the deficit in the Special Accounts. One must take out 
these advances figures, otherwise one would be putting 
too small a share of the Central Charges against London, 
one would have too big a divisor for the whole, so one 
takes out the mean advances figures. Those mean advances 
figures can be worked back from the transactions shown 
in the Special Accounts as to the amount of interest that 
was borne in each of those two years. The rates of 
interest are known, the amount of interest for the year 
is known, and one can mathematically get what the mean 
advance was for the year. 

3711. (President): Are the rates of interest known? The 
rates of interest are known on the Minister’s advances 
under the 1957 Act, because they are laid down in his 
Directives, but are all the rates of advances under the 
1957 Act known? — They are referred to in one of the 
paragraphs as 5 per cent., Sir. They are not shown 
separately like they are shown in the other items. The 
figures are a little different there than they would be if 
one took the amount of the advances at the beginning of 
the year and the amount of the advances at the end of 
the year and split them. There is nothing at all shown 
for deficits in 1956, simply because the advance had not 
been made. 

3712. (Mr. MacLaren): You took your mean from the 
date the advance was, in fact, made? — Yes. I do not 
think there can be any error of any significance in that 
adjustment. 

3713. Then in line 14 we take the mean for the year, 
bringing in the subtraction of these special items? — Yes. 

3714. You bring from your previous table SWH 4 your 
total Central Charges? — Yes. 

3715. Then line 16 apportions the Central Charges for 
the London Transport Executive in the same proportions 
as line 14 bears to line 1 ? — Yes. 

3716. Can you put briefly why you say that they should 
be apportioned in accordance with these figures for these 
years? — Again one is dividing up here something which, 
to all intents and purposes, is a charge for the service 
of capital, the other items are relatively unimportant, and. 
obviously, I would say, that being the fact, one should 
attempt to divide it according to the demands that are 
made by the respective activities on the BTC’s capital. 
This, I believe, will give an answer as close as one can 
possibly get. In other words, it is directed to the very 
subject-matter of the thing, the price of capital, interest 
and the othej- things associated with it, and it prodnces 
these figures which are, therefore, a fair share of the total 
interest in Central Charges of the Commission. 

3717. I think in your note to the table you call attention 
to the fact that in “Y” Year, which was part 1953 
and 1954, according to this calculation, the figure lay 
between £5'3m. and £5-5m., and, in fact, the Tribunal 
in that year decided to award £5-4m.? — I was happy to 
see that. 1 did not know it was going to land anywhere 
there, of course. 

3718. If we may go on from that, Mr. Lawson’s notes 
to his Exhibit WHL 1, on page 7, give a total of £50-5m. 
Could you give the total of line 16 in your table? 

(President): What page of the transcript is this? 

3719. (Mr. MacLaren): The notes were not printed. 
Sir ; I was just calling attention to the figure of £50-5m.? 
— That figure is not apparent on my table, but it is the 
total of the items in line 6. 

3720. That total is £48-9m.?— That is £48-9m. for the 
ten years. 

(Mr. Poole) : I am a little confused. Where are we 
looking? 

(Mr. MacLaren): What I am seeking to do is compare 
the £5q-5m. on page 7 with the total of line 16 of SWH 5, 
Mr. Hill’s table. The total is, in fact, not given on the 
table, but Mr. Hill has just given it as £48-9m. 

(Mr. Poole) : What has WHL 1 got to do with it? 

3721. (Mr. MacLaren) : I am coming to that now, Sir. 
(To the Witness) : Would you tell us that? — The aggregate 
of the figures brought out by the specific approach in 
WHL 1 and referred to on page 7 of the notes on 
Exhibit WHL 1 for the same period of ten years is 
£50'5m., but, as noted in those notes, it is necessary then 
to make a further deduction from the f50-5m, of £2-6m. 



The reason, 1 think, is quite clear. Mr. Lawson, follow- 
ing the specific approach, has had to allocate, just as 1 
did some years ago, to London the whole of the Stock 
that was issued to the holders of Stock in the London 
Passenger Transport Board, and that included not only 
the transport undertaking but the surplus lands. He 
cannot split it, of course, and so what he does is to take, 
first of all, against London all the charges on that Stock, 
but then he brings in such income from the surplus lands. 
I will not pretend that the figure is exactly the same as 
the interest on the notional amount of Stock that was 
deemed to be paid for that part of the transferred assets. 

3722. (President) : It is about three times as much, is it 
not? — I do not really know. Sir. 

3723. (Mr. MacLaren) : It is certainly substantially 

more? — It is impossible to say how much was paid for 
the surplus land, 1 think ; you cannot separate it from 
the total purchase price. T do not know how anyone 
can say what it was. 

3724. (President) : Mr. Lawson does make an assump- 
tion as to what the value of the surplus lands was, stated 
in terms of Transport Stock? — Does he. Sir? 1 had 
missed that. 

3725. That is in another part of his note? — I thought 
what he had only done was to say: “Well, we know the 
value of the lands, not in terms of Stock, but in relation 
to the whole of the British Transport Commission, that 
is a certain percentage, and I take that percentage of 
income from the surplus lands.” 

3726. That is what he did in this table, and Mr. James 
said that his figure of £0'3m., at which he arrived by 
taking one-tenth of the total income of all surplus lands, 
would represent, in fact, the income from the 'London 
Transport surplus lands? — I see. His net figure shown 
in those notes for the LTE share of Central Charges was 
adjusted as £47-9m., £lm. less than the aggregate of those 
figures in SWH 5 over the ten years. 

3727. (Mr. MacLaren): That is the £50-5m. less the 
£2-6m.?— Yes. 

3728. Leaving a balance of £47'9m.. and that is Mr. 
Lawson’s figure compared with the figure you have just 
given of £48-9m.? — That is so. . That is as near as you 
can reconcile them. Any other differences are lost in 
the different methods of treatment, of course. 

3729. Your table is saying, is it not, that the figure for 
Central Charges for 1957 should be less than that for, say, 
“ Y ” year? — One would expect it to be less, and, indeed, 
it is shown here to be less. The capital invested in 
London Transport is now at a lower figure than it was 
in 1953 and 1954 by reason of the fact, more than any- 
thing else, that the internal depreciation provision has 
been rather greater than the expenditure on new capital 
assets. That can be seen from line 1 of SWH 5 better than 
anywhere else. That is the net book values after deprecia- 
tion, but adding on each year the new capital expenditure. 
There has, therefore, been no net call over these years 
on any more of the Transport Commission’s capital 
money, in fact it has got less, the call has gone down. 
So one would expect the Central Charges’ figure for 1957 
to be rather less than it was in 1953 and 1954, not more. 

3730. Could we now look at the second half of the 
table. I think we may say, briefly, that this is PJ 14 
revised; is that right?— PJ 14, yes; that shows the ten 
years for London. 

3731. To go through the lines quickly to begin with, 
the first line is, indeed, taken from PJ 14, which is again, 
in turn, taken from the annual accounts? — Yes. 

3732. In line 2 you have introduced your first amend- 
ment, and there is a small sum in the first three years 
taken from the Freight Rebates Fund? — Yes. That has 
ceased to exist now, of course, but it was there back in 
1950. It was dealt with at some length at the 1950 
Inquiry, actually, and it was known that the London figure 
in respect of the Freight Rebates Fund was something 
under £100,000. One knew the passenger transport figure 
with some degree of precision, but one did not quite know 
how much to show, but it was known, and, I think, 
agreed, that the total was £100,000. 

3733. So you put it in as £0-1 m. for the three years 
affected? — Yes. 
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3734. Then line 19 is the result of substracting line 
18 from line 17. Then you introduce your Central 
Charges as calculated on line 16 above. I think there is 
a correction in the print there, and I think it should be 
“ per line 16 above ” and not “ per line 15 above ”? — Yes. 

3735. Then that gives you a net surplus credit or deficit 
in the next line, line 21, and in line 22 you give the 
accumulated effect of those credits and deficits? — ^Yes, 
Looking at it as at the end of 1957 and putting aside for 
the moment the points with which, obviously, Mr. Lawson 
will deal, one has this position, of a net accumulated deficit 
of £10-3m. at the end of 1957, and as against that there 
is standing to the credit in the Maintenance Account about 
£9m. 

3736. This is important, is it not, that the deficit shown 
here, according to this calculation, £10’3m., has set against 
it the credit standing in the Provision Account, a credit 
to London? — One wants to mention the two. I am not 
going to say one should take £10-3m. and knock off £9m. 
and say therefore there is only a deficit of £l-3m. I cannot 
say that. But I think one has got to say this, that if there 
is an accumulated deficit of £10-3m. it is also relevant to 
bear in mind that there is a balance of about £9m. in the 
Maintenance Equalisation Account. Of course, if that 
balance is fed back — as Mr. James indicated he expects 
it to be — that is all right, but there has been very little 
feeding back so far. It may be that now the thing has 
turned round a bit. 

3737. Mr. Lawson gives a figure of £2-9m. on his table 
WHL 1 at line 21? — ^Yes. I thought it might be helpful 
to the Tribunal if one effects a reconciliation as far as 
one can, just throwing up what difference there is due 
to the different methods of treatment. 

3738. That is on page 193 of Day Eight. The line 
with which you have to compare your £10-3m. is line 21, 
the very last figure on WHL 1? — Yes, I think that is where 
we should start. 

3739. Could you give the reconciliation between your 

£10-3m. and that £2-9m.? — Yes. Perhaps I might do it 
in this way: First of all, to take Mr. Lawson’s £2'9m., 
to that 1 would just add the £0-3m. for the Freight Rebates 
Fund with which we dealt a while ago. That might have 
been so:ncthing of which he had no knowledge at all, I 
do not know. So that gives you a figure, I think it is 
right to say, of £3'2m. My figure was £10-3m., and if I 
take the difference between the £10-3m. and his £3 '2m. 
one has a net difference of £7Tm. That is made up — 
and I think this will be quite easily seen from his table — 
of these two items: First of all, the fact that he writes 
back the credit that has been taken from L.T.E. to the 
Mainetnance Account (that is in his lines 5 and 6) totalling 
£4Tm. and £lm. and he sort of rewrites the accounts as 
if London had paid the actual expenditure unadjusted by 
the standards of maintenance and things like that. Really, 
his picture is the true accounting picture more than the 
published accounts are in that sense. I can see what he is 
saying there 

3740. {President)-. I do not quite like the adjective 
“ true ”, and I do not think you meant it, did you? — 
No. 

3741. These are eminent accountants and eminent 
auditors, and I am sure you would not like to go out 
as saying that the accounts the auditors have audited are 
not true, would you? — Indeed, I would not. 

3742. Then you must find some other adjective? — ■ 
Could I put it that he reflects actual expenditure as distinct 
from actual expenditure adjusted upwards or downwards 
by reference to standards. I would like to withdraw 
any suggestion of that kind, and I thank you very much 
for the opportunity of doing so. Sir. They are both equally 
true, it depends what method one takes, of course. The 
other item is the fact that he brings in a share of a taxa- 
tion credit at the very end of his table, in the total column 
only, of £lm. That is something to which I never applied 
my mind at all. So if we -try to reconcile the figures, of 
the £7-l-m. we have accounted -for £6Tm., and the rest 
of it is entirely due to the different methods of approach, 
the specific and the -global approach. 

3743. {President): Let me be quite clear: The recon- 
ciliation is affected by deducting from your figure Mr. 
Lawson’s two figures in Items 5 and 6 of £5Tm.?— Yes. 
that is right. 
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3744. The freight rebate figure of £0-3m.? — ^T-hat is the 
other way. 

3745. Yes, that is the other way. Then, in addition to 
Mr. Lawson’s £5Tm. from lines 5 and 6, there is the 
Income Tax? — That is right. Sir. 

3746. A £6Tm. adjustment from those figures? — Yes. 

3747. And £0'3m. the other way from your figures 
for the freight rebate? — ^That is so. 

3748. {Mr. MacLaren) : To return to your exercises, 
Mr. Hill, what do you say should be the Central Charge 
to London Transport Executive, in your view, in 1957? — 
In 1957, £5-3m. 

3749. What do you say about Mr. Winchester’s tests 
by which he arrived at his figure with reference to assets? 
— Well, I think he applied his mind to a division of net 
book values not the total capital assets, but all those 
tests are dividing up the sum after the transfer of the 
£41 m. 

3750. After allowance for Central Charges to British 
Railways of £41m.? — Yes. 

3751. What do you say about that? — ^Well, he is pro- 
viding too great a sum for the purpose of this exercise, 
because the fixed figure no longer represents the relation- 
ship of British Railways’ net book values to the total 
book values, if it ever did, and any exercise for arriving 
at the fair share of London which begins by taking a total 
but knocking off only £41 m. must necessarily put the 
figure too high. 

3752. You are saying that the £41m. is too small an 
allowance? — It is if one is dealing with net book values, 
yes. 

3753. {Mr. Poole): In a subsequent paper to WW 13 he 
did not do that, did he? — That is so. Sir. This was the 
table put in in re-examination and he avoids it there. 
Of course, the effect of that is to produce a figure of net 
book values of only £5-2m., which is very near to the 
£5-3m. to which I have referred. 

3754. {Mr. MacLaren) : Your figure of £5'3m. compares 
with Mr. Lawson’s figure of £5-2m.? — ^No, with Mr. 
Winchester’s figure of £5-2m. Then he does a further 
exercise of knocking off the Maintenance Equalisation 
Account, which I think is theoretically wrong unless you 
also bring in the deficits, and he again gets £5- 6m. I 
think £5'2m. is the illustration of the effect of the £41m. 

3755. {Mr. Poole) : He has taken a different figure from 
you for Central Charges? — That is so. He has taken 
out the capital borrowing but left in the item for the 
deficit. In actual fact, in 1957 the interest on the advances 
for deficits did not really fully finance those deficits. The 
Commission got their advances late and the internal 
finance of the Commission as a whole was largely financing 
the accumulated deficit during a large part of 1957. 

3756. {Mr. MacLaren) : Have you anything more to 
say about WW 13? — ^No. 

3757. That is you figure for 1957? — Yes. 

3758. Then it is necessary, of course, to look forward 
from 1957 to 1958 and 1959? 

{President) : We have to look forward from mid-1959 
onwards, have we not? That is the real field about which 
we have to prophesy. 

3759. {Mr. MacLaren) : Yes, I think that must be right. 
I would just draw Mr. Hill’s attention to the figures given 
for that period. {To the Witness): On Day Nine, at 
page 204, Mr. James gave particulars of capital expenditure 
by the London Transport Executive? — ^The total estimated 
figures of what was to be spent, yes. 

3760. It is Question 2796, which reads: “Just in 

general for each year, 1958, 1959, 1960 and 1961 — 1958, 
£2-5m. ; 1959, £7-4m. ; 1960, £12-6m., and 1961, £16'8m.”? 
— Yes. If one follows this through, having looked at 

the position up to 1957, I think it might be helpful to see 
what the order of the figure would be for 1958 and then 
possibly 1959. In 1958 capital expenditure is going to 
be less than the depreciation provision, so one would 
expect to see, when the 1958 volume comes out, that 
the net capital invested in the LTE undertaking at the 
end of 1958 will be lower than it was at 1957. Whether 
that will still, on this formula, produce £5-3m. or £5-2m. 
I cannot tell because I do not know the totals, but it is 
of the same order as 1957. So there will be no increase 
in 1958, perhaps a marginal decrease. 

A 5 
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3761. Just to pause there, the £2-5m. you are comparing 
with a depreciation provision of £3'7m. to £3'8m.? — 
About £3'7in., something like that. 

3762. That is to say, in 1958 you expect the capital 
invested test to give you rather less and not more in the 
way of capital? — Yes. 

3763. Now 19597— In 1959. adding the expenditure of 

1958 and 1959 together, as I think one should, you will 
have a total further capital expenditure for the two years 
of £9-9m. 

3764. That is £2-5m. in 1958 and £7‘4m. in 1959, giving 
a total of £9-9m.?— Yes ; and the mean extra for the year 

1959 will be about £6m., if one did this beginning and 
end business. In terms of the depreciation provision there 
would be a whole year’s depreciation provision in 1958, 
£3-7m. or £3-8m., the same sort of figure, and part of 
1959. The mean, again, in 1959 would be the whole 
of 1958 plus half of 1959, which would be about £5-6m. 
So the calculation, if one were doing it in 1959 and 
using these figures, would give a very, very small increase 
in the total capital invested in 1959 over what it was in 
1957. As far as one can see, it will again be about £5-3m. 
if all the other factors remain more or less the same. 
This is only on the assets side. That is going as far as 
1959, but then, of course, the picture does begin to change ; 
there is a contemplated expenditure of £12-6m. in 1960 
and £16-8m. in 1961, and I think there will be sizeable 
figures after that. Without question they are going to 
far out-strip the internal depreciation provision of £3-7m. 
and, everything else remaining the same, that must make 
for an increase in the Central Charges contribution. If 
one looks at 1960 and 1961 together, there is a capital 
expenditure in those two years of about £30m. and in 
those two years there will be an internal depreciation 
provision of rather under £8m., say, in round figures, 
£22m. If everything else remained the same, one would 
then -expect that somewhere round about 1962 the amount 
required by way of Central Charges for the LTE invested 
capital would be getting on for £0’8m. or £0'9m. higher 
than it is now, lifting it up to £6’lm. in about three or 
four years’ time. But it is clear, from what is known 
as to how that money is being expended, that it is not 
entirely, shall we say, unremunerative expenditure, that 
although the contribution on the further capital expendi- 
ture will necessarily be bigger, I shall expect to see 
substantial improvement in the net receipts out of which 
it will be paid. For instance, a sizeable item here is the 
Amersham electrification, and I think it is common 
ground that that is to bring more revenue. The substitu- 
tion of buses for trolleys will make an increased demand 
on the Central Charges, but it is to be expected, if I read 
it aright, that there will be advantages either on the income 
side or on the working expenses side. So one would have 
a bigger net receipts out of which to meet that extra 
capital charge. I suppose the same is true — and now 1 
am only guessing here — about the replacement of London 
Underground Railways’ rolling stock, that the new rolling 
stock will require much less maintenance. So that one 
may expect, in the next four or five years, an increase 
of, perhaps, £lm. in the amount of Central Charges, but 
there will be a bigger net balance out of which to pay it 
and that, of course, is just what happens by reason of 
improvement expenditure. I cannot possibly put forward 
any figures as to what that improvement in the net receipts 
will be, I do not know. No doubt the Commission do 
know, or have some idea of it. but I do not know. 

3765. What you are saying, very broadly, is this, that 
the amount of £5-3m. would cover the position within a 
pound or two up to the end of 1959, but after that up 
to the end of 1961 the contribution to Central Charges 
will rise by up to £lm., but in the same period working 
expenses will be reduced or revenue increased by some 
sum resulting directly from those improvements? — Yes. 
You see, practically all that heavy expenditure is incurred 
on the substitution of buses for trolleys, on the replace- 
ment of Underground rolling stock by modern stock and 
on the Amersham electrification. 

3766. Perhaps we could just look at those. I believe 
you have had some experience yourself outside London 
of negotiations for the removal of trolley-buses for a 
local authority? — Oh, yes. 

3767. What was the situation there? — The situation there 
was — actually I am thinking of Hastings — that the extra 



advantage of having only a bus fleet instead of a mixed 
trolley and bus fleet, and the greater flexibility it gave, 
was enough in the estimates of the Maidstone & DisUict 
Company and the subsidiary company, the Hastings 
Transport Company, to enable them to finance the replace- 
ment of trolley vehicles by buses and indeed to make a 
concession on fares. That was two years ago, when the 
Bill came before Parliament, and the changeover is 
expected to be completed soon. I have not any late 
figures with regard to this, but the Hastings Company 
were quite satisfied that they could secure advantages — 
operating economies and the like — to finance the replace- 
ment of trolley vehicles by buses, and they made a con- 
cession of fares when the conversion had been accom- 
plished. That was just Hastings ; earlier on 1 have had 
some experience of it elsewhere, but that is a bit out of 
date now. 

3768. I think London Transport in fact say the same 
in 1957 ; it is on Page 47, at Paragraph 70. I am afraid 
I have not a copy of that, so could you read it? — “ The 
trolley buses to be replaced are now about 21 years old, 
past their normal economic life, and have become expen- 
sive to maintain. Their replacement will begin in 1959 
and take place in stages extending over 34 years. As in 
the case of the tram conversion, it is proposed to integrate 
the converted routes with existing bus routes as far as 
practicable, to provide better traffic facilities and secure 
economies in operation ” — and then it refers to the letting 
of contracts. 

I think the point there is that one must expect an increase 
in the Central Charges by reason of investing money in 
more vehicles — it would be wrong if there were not — but 
one must also expect improvements in the net revenues out 
of which to pay them, and I should have thought that 
would be particularly marked in the electrification of a 
line like Amersham ; we know what electrification can do. 

3769. Yes ; we have been told about the dramatic results 
of electrification on the Eastern Region? — ^Yes ; I have 
read about it, but I have no knowledge of it. 

3770. You have dealt with the replacement of rolling 
stock already ; I need not deal with that further? — Yes ; 
it is said to save a considerable amount of maintenance, 
and one would think it would have exactly the same result 
again. 

3771. Indeed, is not one of the purposes of spending 
money on capital improvement to produce a good net 
revenue position? — ^Yes. I could not believe that the 
long term electrification would be undertaken, if it were 
not expected to pay its way — indeed more than pay its 
way and cover all the other matters I have referred to. 

3772. (President) : No one supposes, of course, that the 
Victoria Tube is going to pay its way, although that is a 
transport improvement? — No, Sir ; I think that is in an 
entirely different category. 

3773. (Mr. MacLaren) : Is it right that in assessing what 
the Central Charges will be in 1960 it is not sufficient just 
to add interest for capital borrowed, but one has to take 
into account also the improvements in services? — I would 
put that slightly differently, that in looking to the future 
one should not seek to add a figure, for fares purposes, 
by reason of interest on major capital expenditure some 
years hence, to the disregard of the net revenue which that 
capital improvement is estimated to bring about. 

3774. (President): Of course, a large amount of the 
new capital expenditure will have to be borrowed and 
spent before it produces its fruits, will it not — or before 
it produces any fruits? — That would not be true of bus 
replacement by trolley vehicles to any material extent 
nor, I should have thought, on rolling stock replacement. 

3775. No, perhaps not — but certainly on the Metro- 
politan line? — Oh, yes. Sir. 

3776. (Mr. MacLaren): Would you like to say anything 
about that, dealing with the time lag which sometimes 
arises on operations of this kind, between the date of 
borrowing and the asset going into operation?- — No, I do 
not think there is anything I can usefully add. It is a 
fact cm any long constructional job, and I do not really 
think ]<tan add anything. 

3777. (President): Anyone who is acquainted with the 
heavy capital expenditure at Notting Hill Gate, for in- 
stance, can easily see that large sums of money have been 
put into the ground there in the last 18 months or two 
years which cannot possibly improve traffic receipts until 
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the Autumn of next year— indeed if they ever do. I may 
be wrong of course? — Yes, Sir ; it depends on the nature 
of the expenditure. 

3778. {Mr. MacLaren): Now may we turn to the ques- 
tion of reserves. Before we come to deal with the par- 
ticular matters you wish to put forward, can we deal 
with the whole question of reserves in relation to the 
financial position in an undertaking such as this: To begin 
with, in your view, do different considerations apply 
according to whether a public utility of this kind has 
traffics which are growing and everything is going up, 
from those which apply when the reverse is the case? — 
Yes, one cannot escape from that. I do not suppose there 
is anybody who would say otherwise than that the 
possession of reserves — adequate reserves, and indeed 
reserves of several kinds — is a desirable thing ; nowadays 
there cannot be any contrary view to that, except that it 
might be said that you should not amass reserves beyond 
a certain size, or very large ones, because you are being 
unfair ; but if the money is easily come by financially, 
prudence of course does dictate strengthening internally 
the finances of any undertaking — there cannot be any 
question about that. In other words, reserves are a very 
desirable thing if you can get them ; that is what it comes 
to. 

But there is, of course, a tremendous difference between 
reserves that are easily come by (for instance the electricity 
industry could put aside very, very sizable reserves without 
any pain) and reserves which can only be come by at the 
cost of a marked loss of custom. For instance, you do 
not now get local authority transport undertakings build- 
ing up a large internal reserve, but back in 1930 to 1939, 
some of them amassed very, very large reserves and did 
the whole of their replacement of vehicles internally with- 
out even raising loans. Very few of them can do that 
now ; one or two are still in that fortunate position, but 
most of them are very much in the opposite position. 
Although some of the companies have been able to main- 
tain their reserves, and indeed add to them, it is becoming 
increasingly difficult for them to do so every year and 
every time they go to the Traffic Commissioners for another 
increase in fares. Those are very general considerations. 

3779. I have one more question on those very general 
considerations: Mr. Harbour was asked about the value 
of the passenger goodwill of a transport undertaking and, 
of course, he agreed as to its importance. What do you 
say about the preservation of the traffic, even if it means 
going without reserves? — ^Well, as a financial adviser, shall 
T say it rather horrifies me to think that for the purposes 
of putting £3m. into the Bank you have to lose £3m. worth 
of custom— £2m. or £3m. worth ; something of that order 
— to get it, which loss of custom is acknowledged to be a 
permanent loss. If I were an operator, I would love to 
have £3m. in the Bank, £6m. the next year and so on ; 
but not if it meant losing my custom at that rate, and surely 
that is the best of all the reserves — the continued custom. 



3780. May we come now to deal with the replacement 
reserve as such. Reference has been^ made to the policy 
of the Traffic Commissioners in relation to traffics under 
their control with regard to this one question of the 
replacement reserve or provision for replacements?— Yes, 
that is the term — provision for replacements. 

3781 I think it is common ground that the Traffic Com- 
missioners have been allowing these sums to be brought 
into calculation in calculating fares, and the Minister has 
upheld them on that?— Yes, that is quite hue. In 1948, 
1949 and thereabouts, when objectors appeared before the 
various Traffic Commissioners— and I can only speak from 
first-hand knowledge of about four or five areas ; I do 
not know them all — this question as to what was the right 
form for depreciation was quite an acute question and 
quite a lot of money turned on it, of course. The historic 
depreciation was often on a more or less pre-war basis 
and the replacement was fully post-war ; there was quite 
a lot of money in it, as indeed there is a fair bit now. 



Various Traffic Commissioners gave decisions, which, 
without laying down any principles on this point, might be 
variously interpreted as allowing for replacement cost 
sometimes, and sometimes not ; but the matter was really 
brought to a head in the South Wales Appeals, where this 
question was one of many which were referred to the 
Minister on Appeal, The Minister came down quite 
clearly in favour of the view that when considering the 
finances of an operating company it was not unreasonable 



for the Traffic Commissioners to allow them sufficient profit 
which would enable them to provide replacements on a 
replacement cost basis, and also to pay a reasonable return 
on capital. I have certainly never heard of this issue being 
contested very, very hotly ever since then before any of 
the Traffic Commissioners ; certainly I have never taken 
part in contesting it myself. In those circumstances, there- 
fore, the acknowledgment of the provision of a replace- 
ment basis has become rather general before the Traffic 
Commissioners. 

3782. But it is one thing for the acknowledgment of 
this provision to become general by the Traffic Com- 
missioners ; it is another thing for the bus operators to 
seek to obtain it? — Yes. I ought to have qualified an 
earlier answer by saying that this does not apply to the 
80 or 90 local authority undertakings who by and large 
are working on their loan charges, although there are one 
or two exceptions to that. 

But one finds, when one comes to look at the different 
operating companies, a very different experience. Some 
companies, in preparing the budgetary statements in sup- 
port of their new fares proposals, include provision for 
replacement on the replacement cost basis and some do 
not ; some used to do so and no longer do and in addition, 
of course, there is the case of the local authorities, who 
as a generality do not. 

The independent companies — by that I mean the com- 
panies which the British Transport Commission do not 
control and which are, as to many of thern, in the BET 
group, although it is not all of them — within my own 
knowledge invariably include in their budgetary statements 
Table “ A ” which goes to the Traffic Commissioners, 
provision on a replacement basis ; I do not think I have 
met one that has not done so in recent years. The British 
Transport Commission companies over the country do not 
adopt anything like a ^uniform policy in this matter ; you 
get some that put their figures forward on a replacement 
basis and have done so consistently. 

Reference was made the other day to the United Auto- 
mobile Services as such a one, and to the Brighton 
Company as another. You get others, like the Bristol 
Company, which do not put forward replacement depre- 
ciation in their figures which they send to the Traffic 
Commissioners, but at the Inquiries they generally speak 
about it and say: “Well, this only gives us £100,000, and 
if we had put forward replacement depreciation, we would 
have less than that” — they speak roundly. You get others, 
of which an example is the Eastern National Company, 
which so far as I can trace— and I have only been con- 
cerned there for about four years— have never done so. 

I do make the qualification there “ so far as I can trace ” 
Because I cannot go back there very far. Then you get 
a company like the Eastern Counties Company, a very 
large company supplying transport in Norfolk, East Suffolk 
and Cambridgeshire, which used to do so, but has since 
abandoned it in their figures. So you get a very different 
picture as regards the form of their Applications. 

What is an almost common feature of the British Trans- 
port Commission companies is that whether they apply 
for fares qn the basis of provision for replacement costs 
or whether’ they do not, they do not put the money aside 
when they get it to any significant extent ; the odd £5,000 
or £10,000 goes into their general reserve but as a general 
policy — and I think this has since been admitted — the 
profits are paid out, with a bit of rounding off, to the 
British Transport Commission. 

3783. Mr. lames said as I understood him, that an 
arrangement could be made by which the London Trans- 
port Executive is credited with any reserve which might 
accumulate as against the British Transport Commission, 
if allowed to do so? — Yes. 

3784. Have you anything to say about that? — ^^Yes. If 
1 have understood this rightly, Mr. James has said, with- 
out the criticism which has been voiced, that if London 
were charged with some element for reserve, how is it 
to keep it? I remember saying at a previous Inquiry 
that it could not have a reserve of this nature ; it would 
all have to go into the coffers of the British Transport 
Commission either as a debit or a credit. I understand 
that London Transport have been told that it is not 
advisable for them to have something like that earmarked, 
and therefore there would be a balance shown to re.serve 
— replacement reserve, general reserve or something of that 
nature. That would not suffice if it just stopped there as 
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a 'balance appearing in the accounts under the heading 
of “ Reserve ” ; it is necessary to do a lot of other things. 
It is necessary to establish, for instance, what the 
accumulated deficit is in London ; it is necessary also 
to establish as an accounting factor and not just for Fares 
Inquiries, what the Central Charges contribution should he, 
and shown in the accounts. It is also necessary to bring 
in, I suggest, the share of matters like maintenance 
equalisation and so on — ^in other words, to show a balance 
sheet for London. Whether that is in contemplation or 
not, I do not know ; I do not think it has been suggested. 

3785. (Mr. Fay): It has not been asked about? — It 
achieves nothing just to show a reserve balance unless 
you repeat the rest of the picture of the other reserves, 
accumulated deficit, accumulated profit I hope at some 
future date, and things like that. I do want to stress that 
it is necessary to have the whole picture if you are going 
to segregate the activities of the British Transport Com- 
mission in this way. 

There is another point on the Central Charges of the 
bus companies. I stated that the companies did not retain 
this extra money in their reserve funds. That is so, but 
in addition to that, existing reserves have been very largely 
depleted and neither the money that comes from existing 
reserves nor the money that has been obtained by increased 
fares to cover replacement costs, is in any way reserved in 
the accounts of the British Transport Commission ^ they 
are not reserved in the accounts of the subsidiary com- 
panies, and neither are they reserved in the accounts of 
the British Transport Commission. The provincial and 
Scottish services, despite the difficulties facing transport 
generally, are an activity which is still happily paying a 
very good return indeed and I personally would be 
interested to know whether there is any intention to set 
out replacement and general reserves for that activity. 
Of course, I do not knov/. 

m 

3786. To come back to the position of the London 
Transport Executive, would you look at Exhibit BH 16 
which is printed in the First Day at Page 27. You have 
had considerable experience of Fares Inquiries round the 
country, and I want you to look at the assumed loss of 
passengers at fare values affected, which occurs in each 
column. Do you wish to call attention to any of those 
figures there in relation to the accumulation of the reserve 
by the increases in those fares? — -It is just that you could 
only get your money reserve at the cost of losing a lot 
of passengers. The relationship, when grossed, on the net 
yield of the London Transport Executive, is £9-7m. and 
£5- 9m. ; virtually that is saying that to get £3m. you have 
to raise £5m. and lose £2m. — that is the relationship. You 
lose 40 per cent, and retain 60 per cent. Therefore to 
get a reserve of £3m. a year you have to lose passengers 
to the value of £2m. ; to get a reserve of £6m. a year 
you have to lose passengers to the value of £4m. 

3787. Yes^ in other words what you want to draw 
attention to is the relationship between the passengers lost 
by these discounts and this actual quantum of the reserve 
sought? — Yes. Again referring to the provinces, one will 
almost invariably find allowances made in their Fares 
Applications for what is commonly called “ fares 
resistance ” ; but they do not suffer from it anything like 
so acutely as London. One gets sometimes an operator 
who makes very, very little allowance indeed for it. I 
imagine it is a different experience, but the relevance of 
that is that to maintain these company reserves they have 
not had to face up to anything like a loss of income of 
this kind. There are cases where very big allowances 
have been made, where there has been a whole change 
in the fares system — I remember one in Maidstone — but 
by and large they are nothing like this. 

3788. It was said that if a replacement reserve is not 
in fact created now it will be as broad as it is long because 
when the assets are replaced the historical cost basis will 
raise the figure in a similar sum? — ^Yes. On the assump- 
tion that the rise in costs will be arrested, that is an 
absolute truism. It must be true that eventually the 
historical or the actual cost catches up with the replace- 
ment cost ; it may take a very, very long time to do it 
because there will still be a lot of assets which will not 
need to be replaced for a very long time hence. But it 
is axiomatic — it must happen. 

3789. I must not cross-examine you, Mr. Hill, but the 
time-lag is considerable, is it not? — On some of them it 
is a very considerable time-lag. The whole assumption is 
that the progressive increase in cost is arrested. 



3790. Yes ; if that goes on it would never catch up? — 
No, if that goes on it would never catch , up. But the 
important point which has to be borne in mind, of course, 
is that one so infrequently replaces something by the 
same thing ; indeed, one replaces a trolley bus by a bus 
as an example, and as between the old assets and the new, 
there are frequently great improvements — technical 
improvements, capacity improvements and that sort of 
thing. 

3791. I think we can, in fact, place an approximate 
figure on the increase in historical depreciation up to the 
year 1963, at any rate by reference to the new expendi- 
ture. I think the figure given was £44m., was it not? — 
New capital expenditure? 

3792. Yes? — ^That in its turn is likely to add another 
£2m. a year to the depreciation. 

3793. Yes ; I think the actual figure is about £l'9m.? — 
Yes, something like that. 

3794. Now we may turn to the general reserve. What 
do you say about that? — The object of a general reserve, 
if I understand it rightly, both from the statutory 
definition and otherwise, is really to have a reserve to act 
as a cushion against changes ; it is to avoid if possible 
undue or too frequent changes in charges. In other 
words, in essence its purpose is to collect some money at 
one period of time for 'the purpose of disgorging it at 
another period of time, not to build up a fund for internal 
capital financing. It is solely for that purpose, and here 
again one is faced with this situation that if it can be 
easily come by it really is a highly desirable 'thing. If 
it cannot easily be come by, it is not very effective and if, 
as in the case of the replacement reserve, it means losing 
£2m. to get £3m. I should have thought that as a matter 
of financial policy it is questionable whether it is desirable 
to extract that £3m., bearing in mind also that it is the 
intention that that £3m. at some future time should be, 
as I say, disgorged again. 

Of course, the London Transport Executive and the 
whole of the Transport Commission have something in 
the nature of a reserve at the moment on the expenditure 
side, in the way they use the equalisation maintenance 
fund. But that is on the expenditure side ; that is a 
reserve to flatten out the incidences of expenditure, but in 
a very restricted field, of course. 

3795. I think I can ask you now very broadly about the 
two reserves together. What do you say would be the 
right thing ; Should any provision be made at all, in your 
view, for those additional reserves or not? — I have always 
expressed the view that London should not only pay its 
way — I have always personally held the view that its 
budgetary position, and therefore its fares, should allow 
for its doing somewhat more than that, if only to help 
pay the deficits, whatever they have been in the past. I 
do not budge from that view ; 1 think it would be wrong 
financial policy to make any large surplus over and above 
the proper London costs for the purpose of building up 
this reserve. 

3796. (President) : But up to the time of the passing of 
the 1957 Act — the effect of which is open to some argu- 
ment — it was admittedly possible to argue to the contrary, 
was it not ; the Commission was under its statutory duty 
and unless each of its activities played their part, it would 
not have been building up a reserve and it would not 
have been complying with its statutory duty?— Yes, Sir, 
I think that is so. 

3797. There is no doubt about that, is there?— No, Sir. 

3798. And this Tribunal is under a statutory obligation 
not to do anything which will interfere with the perform- 
ance of that statutory duty by the Commission? — Yes, Sir. 

(Mr. MacLaren): I did not quite catch your first 

question. Sir ; was it under a statutory duty to build up 
a reserve 

(President) : Yes ; I said : Until the 1957 Act was passed 
— and its construction was open to argument — the Com- 
mission was under a statutory duty to build up a general 
reserve. 

3799. (Mr. MacLaren): Yes, that is undoubtedly so, 

Sir. (To the Witness) : Leaving aside whatever the 

statutory duty may be, the question I was putting to you 
was a more practical one: Having regard to the situation 
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in which the London Transport Executive finds itself in 
practical terms, I asked you what your view would be 
about building up reserves, and I gathered your answer 
was that you have always had the view that London 
should make something more than its working expenses? 
—Yes. 

3800. But it should not have sufficient to build up 
reserves? — Yes, that is my view ; that unless the traffic 
situation eases, and you can put up fares without losing 
passengers, I think I should take that view all the way 
along. If I felt that the money was easily come by, I 
would relax it a bit. 

{President) : I think that would be a convenient moment 
to break off until 10 minutes past two, Mr. MacLaren. 
Are you still confident about your estimation of the length 
of Mr. Hill’s examination in chief? 

{Mr. MacLaren) : Yes, Sir ; I shall be finished with 
him this afternoon. 

{Adjourned for a short time.) 

3801. {Mr. MacLaren): I think that concludes your 
evidence on reserves, Mr. Hill, and we can now turn to 
the London Lines estimate of costs? — Yes. 

3802. I think your table appears on Day 9 of the 
transcript at page 221, and in case you should wish to 
refer to it, the particulars provided by Mr. Winchester 
appear on the Fifth Day at page 118. Could you begin 
by just stating broadly what you have done in this table? 
— The purpose of the table is to bring into comparison, 
as far as one can, with such detail as is available, what 1 
have called the 1954 exercise and the 1958 exercise. It 
is not possible from the detail that is available to provide 
strictly comparable figures line by line, but only in 
sections. 

3803. Could you instance what you mean by that?— 

Yes. For instance, whereas in 1954 the detailed schedules 
which were supplied by the Commission to the London 
County Council showed separately under “ Steam 
Services” the London, Tilbury & Southend Line, the 
London, Enfield & Chingford Line and other Eastern 
Region lines. I do not think they are shown separately 
now, but there is a total figure ; one can compare the 
£2m. with the £2-4m., and that is in line 4. But then 
there is a difference running throughout the whole of the 
vehicle movement expenses, and that is that whereas in 
the 1954 exercise each part of the calculation deals both 
with mileage that is wholly local mileage and also a part 
of the through mileage 

3804. Each figure does? — Yes; so that when one comes 
to the total of £12‘4m., from the further details that are 
available, one can break it back again to lines which are 
wholly London and which are partly through. But the 
1958 exercise is slightly different, in that all the figures 
relate only to the mileage that is wholly London, until 
one gets to the £14Tm. ; that is in line 18 over on the 
right Then there is an addition added for the through 
mileage. So one has to be a little careful about com- 
parisons like that. 

Then when one comes to deal with other parts, one can 
see that they are really the basic 1954 figures adjusted 
by the application of some percentages that represent rise 
in costs, etc. 

3805. Yes ; that is evident from the table itself? — Yes. 

3806. And does that apply right through here, or has 
there been further costing in the next year? — I do not 
think there has been any further costing as such, other 
than that which is reflected in expenses of vehicle move- 
ment. There has been no new costing on track pd 
signalling, if I have read the evidence aright, and certainly 
not in the second division, terminal and documentation 
expenses. 

3807. To pause there, that would mean, of course, that 
by adding percentages derived from a previous test, any 
error in the relationship between the costed item and 
the percentage item would be exaggerated by applying the 
same percentage in changed circumstances? ^That would 
be true. 

3808. That is inevitable, is it not, in this method of 
working? — Yes. I cannot say, of course, whether there 
is any error, but any error that there was would be 
perpetrated, and indeed exaggerated, by reason of that. 



There is one point where it seems to me that an error 
of principle is committed ; I will put it this way ; The 
aggregate expenses of vehicle movement in 1954 were 
put at £12-4m. : that is line 20. In 1958 the figure 
is £16Tm. The difference between £12-4m. and £16Tm. 
is a difference that comprises at least three different 
factors : (1) The rise in price levels in the meantime ; 
(2) A different pattern in the sense that some steam has 
become electric, and (3) the fact that it is now stated 
that some of the figures that are now put forward are 
on a wider basis than in 1954 — they are in the nature 
of corrections. Whereas the 1954 figures did not include, 
for the bulk of the Eastern Region services, anything 
in the nature of a costing exercise, now they do ; the 
costing exercise had been undertaken, but it was not 
included in those figures. 

When one comes to look at the terminal and documen- 
tation expenses 

3809. I am sorry to interrupt you, but may we just 
pause on that costing exercise. I think we were told, 
were we not, that it was found that when the Eastern 
Region was costed, its costs were in fact higher than were 
anticipated, and were akin to the Southern Electric? — 
Yes, that is how I read it. 

So the difference between the £12'4m. and the £16Tm. 
reflects changes in the price levels, and other changes. 

When one comes to deal with terminal and documenta- 
tion expenses, it was found that in 1954 they bore a 
relationship of 34^ per cent, to the vehicle movement 
expenses of £12-4m., and that in the exercise that same 
relationship has been preserved. In principle, that is not 
necessarily right. Whether the answer is right, I am not 
in a position to say, but it does mean that these expenses 
have been lifted up proportionately to any correction that 
has been made to the vehicle movement expenses as well. 

3810. Just to make that clear, if I follow what you are 
saying, it is that when 1954 was given a figure by one 
method, it was found that the documentation applied 
to that amongst the other figures gave a figure of per- 
centage of 34^? — Yes. 

3811. But now the position is that that costing exercise 
has been carried through, giving you a quite different 
costing figure for these things? — A different figure. 

3812. Thank you ; and the same percentage has been 
applied to that? — Yes. 

3813. And you say that that illustrates the error in 
principle of which you are speaking? — ^Yes. I cannot say 
whether it produces the right answer or not, but I should 
say that it tends to exaggerate it on the terminal and 
documentation aspect. The rise from £4-3m. to £5-5m., 
which is a rise of 28 per cent., is certainly more than the 
rise just in the general levels of prices and wages. 

When one comes to deal with track and signalling, there 
is no new figure introduced in 1958 ; at least there is no 
new approach in 1958. The method has been to take the 
1954 figures — that is to say, the 1953 figures for the 
Southern Region — ^which were in turn adjusted to April, 
1954, price levels to produce the 1954 figure, and in 
relation to the Eastern Region to take the figures as 
thrown up by the later exercise, so there is only an 
adjustment of £0-3m,^ there. That accounts for why 
there is an addition of 17 per cent., whereas there was 
an addition of 26 per cent, under the Southern. 

There are two points I would like to made as to this, 
and one is a very obvious one ; it is that any error in 
the 1954 exercise was necessarily repeated in 1958, unless 
it is an error that was relevant just to the Eastern part, 
which in 1954 was not costed, but which later was. 

One factor seems to stand out fairly clearly : If one takes 
the figures in lines 30 and 31 corrected— and, of course, I 
accept the correction ; the item in line 31 should really 
be £0Tm. and not £0'2m. — one has a total there of £l;7m. 
I think it is easier to deal with them to avoid this business 
about splitting them up, which I have done, and one has 
a comparable figure now of £2- 9m. That is a very big lift, 
and I cannot see how it comes about. 

3814. {President): Where is the figure of £2-9m.? — 1 
beg your pardon. Sir ; it is in lines 30 and 31 on the 
other side. 

3815. {Mr. MacLare?i): What you are seeking to com- 
pare is £l-6m. plus £0Tm. with £L9m. plus £l-0m., and 
that throws up the difference between £l-7m. and £2-9m.? 
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— It does indeed. It was stated on Wednesday that nothing 
in 1953 was given that enabled the £l-7m. to be split 
up in the way I have split it up as to £l-6m. and £0-lm. 
for other lines. In effect, the information that is available 
does enable that split to be made, although I agree that 
it is not quite right to say that it was in terms of 1953. 
The figures that are now arrived at for that Eastern 
Region, you see, are an addition of 17 per cent, to the 
1954 figures of the Eastern Region costing exercise. If 
that be the case, one could work it back to the £T6m. 
— the £T0m. and £0-6m. — which are not really 1953 
figures ; they are 1954 figures. 

3816. What you are saying is that by applying the 17 
per cent, to the right-hand side of the table, you can very 
readily obtain the split in the first half of the table? — 
Yes. 

3817. And that is not the exercise which was put before 
the Tribunal in 1953? — Yes. I do no more than to say 
that queries about it have worried me ; I cannot help 
the Tribunal about it at all, but one thing is abundantly 
clear to me, that one could not authoritatively express a 
view on this exercise without going through the whole 
exercise, which would be months of work, and following 
right up through the costing at every stage. 1 do not 
think any accountant could say, just by looking at the 
summary of the results, that he is either satisfied or 
dissatisfied. 

3818. But apart from any changes that may have taken 
place in the recent costing, about which we do not know 
anything, so far as it is based on the 1953 figures, of 
course the enquiry that was made at that time into the 
method of the test and the costings would still apply, 
and would apply to the gross-up result also? — Yes, that 
is so, with really only one modification. 

3819. And that is the Eastern Region? — Eastern Region 
track, yes. 

3820. I do not propose to ask you all that we went into 
in that Inquiry about the method of costing, but just to 
bring out this one point, that what was there said on 
both sides, and the view the Tribunal formed then, applies 
to the figures which have been, as it were, brought out of 
that costing by applying differentials of one kind and 
another? — I think it does, yes. 

{Mr. MacLaren) : Thank you, Mr. Hill 

3821. {President): I want to ask Mr. Hill something, 
and I think he wants to add something. 1 want to ask 
about line 39 general administration. Have you any 
observations upon the method by which this 1954 figure of 
£0'7m. and the 1958 figure of £T0m. are arrived at? — First 
of all. Sir, let me say that I accept the correction of £0Tm., 
which comes into that figure, and the comparable figures 
are really £0-8m. and £T0m. This arose because I had a 
figure to split, and 1 split it slightly differently from the way 
in which it should have been split. This really has been 
arrived at by the relationship of general administration in 
British Railways as a whole to the balance of the other 
expenses. We are dealing here with not a very large item, 
and 1 should have thought that that was a very acceptable 
way of doing it, frankly. We are dealing here with a com- 
partively small item ; it must necessarily be abitrarily split, 
because 1 do not think anybody could cost the administra- 



tion charges separately, and if I were doing this exercise on 
the general administration, I should have done precisely the 
same sort of thing. 

3822. My recollection is, although I may be wrong 
(incidentally, I was wrong on Wednesday when 1 said I 
thought you had given some evidence at the 1957 Inquiry 
and you were quite right ; you did not) that where it was 
impossible to apply a mathematical computation, you would 
think that a 5 per cent, proportion would roughly represent 
what London Lines should bear out of the total for British 
Railways? — Yes. 

3823. That was right ; I think you said more than once 
that you did not know, but that if you took 5 per cent, of 
the unallocable joint costs, you would get the contribution 
of London Lines? — ^Yes. 

3824. And you still think so? — ^Yes, Sir. 

3825 {Mr. MacLaren): Are you able to apply that 5 per 
cent, to line 50? — I think it is £18m. which falls under this 
head, but I should like to check that, if I may. 

3826. {President): In 1954?— No, Sir, in 1957. Yes, 
it is £18m. in 1957 ; that would give £0 9m. It is 
£18,181,763. 

{Mr. MacLaren) : What table are you looking at? 

3827. {President): It is Table VI— 1 g?— That is 

correct. Sir. 

3828. {Mr. MacLaren) ; 1 am much obliged? — And I 
suppose there would be an increase now since 1957, so 
the £L0m. there does not appear to be out of line. 

3829. I am sorry I interrupted you ; I think there was 
something else you wanted to say? — 1 have tried to see 
if one could establish the fact of whether there is an 
accumulated deficit on London Lines, or an accumulated 
surplus ; but I am obliged to admit that 1 have failed to 
prove either. We have these figures — the income on 
London Lines throughout ; they have been given at most 
of the hearings — and the figures can be found in the 
Annual Reports for other years ; and I think we have 
the figures used in the computations over the years. The 
broad line on which we proceeded was to proceed on the 
assumption that these exercises were right, and then try 
to fill in all the gaps in the other areas of expenses into 
various indices like the total quatum of expenses on British 
Railways, which rise over the years, and various things 
like that ; and I must admit that I found it quite incon- 
clusive. If I chose one series of indices, that proved a 
loss, and if 1 chose another series of indices 1 proved a 
surplus. I wanted to mention that 1 had looked into that, 
but that I have not been able to prove anything, either 
that there is a surplus or a deficit over the years. 

{Mr. MacLaren) : Subject to anything the Tribunal may 
wish to raise, that concludes Mr. Hill’s evidence-in-chief. 
Sir. 

{President) : You are going to. study this over the week- 
end, Mr. Fay? 

{Mr. Fay) : I would like to do so. Sir. 

3830. {President) : Very well ; we shall reserve any 

questions we may have to ask Mr. Hill until a later date. 
1 think no doubt we can arrange a time to suit our joint 
convenience, Mr. Hill? — Thank you. Sir. 



{The witness withdrew.) 

{President) : Then there is nothing more to be done Then we shall adjourn now until 1 1 o’clock on Monday 
today, unless someone has arrived who would like to morning, 
address us, either from the Objectors or from the general 
public. As we have some time left, that could be done 
now. {No response.) 

{Adjourned until Monday next, \6th February, 1959, at 1 1 o'clock.) 
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CORRIGENDA 

Proceedings, Fifth Day— Tuesday, 3rd February, 1959 

Page 90, column 1, Question 837, line 6— “ Posible ” should read “ possible ” 

Page 90, column 2, Question 863, line 1— “ your ” should read “ you ” 

Proceedings, Seventh Day — Thursday, 5th February, 1959 

Page 158, column 1, Question 1925, line 1— “ as ” should read “ is ” 

Page 159, column 2, Question 1965, line 1— “ £4-lm.” should read £41m.” 

Page 160, column 1, Question 1969, line 1— “ enumerator ” should read “ numerator ’ 

Page 162, column 1, Question 2029, hne 13—“ that ” should read “ those ” 

Page 162, column 2, Question 2033, line 5— after “ whether ” add “ or not ” 

line 6 — delete “ not ” both times 

line 8 — “ direct ” should read “ otherwise ” 

Page 166, column 1, Question 2120, line 1 — “ at ” should read “ in ” 

Page 168, column 2, Question 2188, line 2— “ on ” should read “ no ” 

Page 168, column 2, Question 2189, line 2— “ incling ” should read “ inkling ” 

Page 169, column 1, Question 2203, line 2— “ alternation ” should read “ alternative ” 
Proceedings, Eighth Day— Friday, 6th February, 1959 

Page 178, column 1, Question 2376, line 9— “ 58-3 ” should read “ £78- 3m.” 
Proceedings, Ninth Day— Monday, 9th February, 1959 

Page 212, column 2, Question 2978, line 5— “ 1947 ” should read “ 1949; ” 

line 6 — after second “ and ” insert 1950: ” 
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1958 

November 3 Monday 

4 Tuesday . 
■5 Wednesday. 

6 Thursday . 

7 Friday 

8 Saturday . 

9 Sunday 

10 Monday 

1 1 Tuesday 

12 Wednesday. 

13 Thursday . 

14 Friday 

15 Saturday . 

16 Sunday 

1 7 Monday 

18 Tuesday 

19 Wednesday., 

20 Thursday . , 

21 Friday 

22 Saturday . , 

23 Sunday 

24 Monday 

25 Tuesday 

26 Wednesday.. 

27 Thursday . . 

28 Friday 

29 Saturday . . 

30 Sunday 



METEOROLOGICAL OBSERVATIONS AT KEW— DAILY NOTES 

Summarised from Table Vll of Registrar General’s Weekly Return for England and Wales 

1957 



Showers at first — Sunny periods 
Misty — Fog in evening 
Rain till mid-morning — Smoky fog 
developing in evening 
Fog dispersing early — Rain — Dense 
fog in evening 

Dense fog at first followed by rain 
with bright periods 
Sunny intervals morning and after- 
noon 

Sunny in morning — Rain in evening 

Sunny periods 

Frost — Sunny intervals 

Rain — Dense fog in evening 

Rain — Sunny later 

Fog morning and evening 

Early frost and fog 

Dense fog morning and evening 

Fog until midday 
Cloudy—Mist in evening 
Fog evening 

Early dense fog — Moderate till mid- 
afternoon — misty later 
Cloudy all day 
Cloudy to dull 
Fog afternoon — Cloudy later 

Fog midday and late evening 

Fog all day 

Fog midday 

Fog midday 

Dull 

Dull 

Cloudy 



November 4 


Monday 


5 


Tuesday 


6 


Wednesday 


7 


Thursday , 


8 


Friday 


9 


Saturday 


10 


Sunday 


11 


Monday 


12 


Tuesday 


13 


Wednesday. 


14 


Thursday , 


15 


Friday 


16 


Saturday 


17 


Sunday 


18 


Monday 


19 


Tuesday 


20 


Wednesday. 


21 


Thursday . 


22 


Friday 


23 


Saturday . 


24 


Sunday 


25 


Monday 


26 


Tuesday 


27 


Wednesday. 


28 


Thursday . 


29 


Friday 


30 


Saturday . 


December 1 


Sunday 



Rain — Gusty 
Showers 

Sunny nearly aU day 
Frost — Few bright periods 
Few bright periods 
Sunny periods and showers 
Drizzle afternoon and evening 

Drizzle — Fog in afternoon 
Drizzle 

Occasional drizzle 
Cloudy 

Dull with drizzle 
Overcast sunny periods 
Occasional drizzle 

Sunny during the day 

Dull 

Dull 

Cloudy 

Sunny during day 
Sunny periods 
Fog at first then sunny 

Cloudy 

Cloudy 

Cloudy 

Cloudy with bright intervals 
Sunny during day — Fog in evening 
Fog — Sunny during the day 
Sunny until mid-afternoon then 
foggy for a time 



1958 

November 3-9 . . . 

10-16 ... 
17-23 ... 
24-30 ... 



Days with Fog 



16 



1957 

November 4-10 ... 

11-17 

18-24 

25-December 1 



I 
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EXHIBIT LCC 2 

METEOROLOGICAL OBSERVATIONS AT KEW— DAILY NOTES 
Summarised from Table VII of Registrar General’s Weekly Return for England and Wales 



1958 



December 29 


Monday 


30 


Tuesday 


31 


Wednesday.. 


1959 




January 1 


Thursday . . 


2 


Friday 


3 


Saturday .. 


4 


Sunday 


5 


Monday 


6 


Tuesday 


7 


Wednesday.. 


8 


Thursday .. 


9 


Friday 


10 


Saturday . . 


11 


Sunday 


12 


Monday 


13 


Tuesday 


14 


Wednesday.. 


15 


Thursday .. 


16 


Friday 


17 


Saturday . . 


18 


Sunday 


19 


Monday 


20 


Tuesday 


21 


Wednesday.. 


22 


Thursday . 


23 


Friday 


24 


Saturday . 


25 


Sunday 


26 


Monday 


27 


Tuesday 


28 


Wednesday. 


29 


Thursday . 


30 


Friday 


31 


Saturday . 


February 1 


Sunday 



Cloudy with rain 

Sunny interval in morning, occa- 
sional light rain 
Rain at first 

Light shower afternoon, blustery 
wind 

Heavy rain at first soon becoming 
slight 

Sunny afternoon, sleet and snow 
later and thunderstorm 
Long sunny periods 

Frost — Fog morning and afternoon, 
continuous rain afternoon and 
evening 

Continuous rain or drizzle — Fog at 
times 

Slight sleet morning and evening 
Frost — ^Sunny during day 
Sunny in morning, sunny intervals 
and snow shower afternoon 
Mostly sunny 

Sunny intervals, snow in afternoon 

Light snow and sleet around mid- 
day 

Frost, misty in morning — Fog from 
mid-afternoon becoming thick 
Fog dense to thick until mid-morning, 
mist afterwards 
Periods of mist or haze 
Misty aU day — Moderate fog to 
mid-morning and again late evening 
Fog and frost at first, continuous 
rain afternoon and evening 
Continuous rain at first then 
drizzle, mist in afternoon 

Light to moderate rain showers in 
evening then continuous rain 
Continuous rain at first, thunder- 
storm in afternoon 
Sunny periods in morning, con- 
tinuous rain in afternoon 
Continuous rain followed by sunny 
intervals and showers 
Sunny until mid-moming, then 
cloudy 

Foggy in morning clearing by mid- 
day, misty in the evening 
Fog most of the day, dense in 
evening 

Dense to thick fog, clearing mid-day 
but returning evening 
Surmy, moderate fog from late 
afternoon 

Thick fog, sunny early afternoon, 
dense fog in evening 
Fog all day, dense in the evening 
Fog thick but dispersing in the 
evening 

Sunny period haze late afternoon 
and early evening 
NO return yet 



1957 



1958 



Days with Fog 



1959 

December 29, 1958 4 January 

5-11 
12-18 
19-25 

26- 1 February 



30 


Monday 


Frost then sunny 


31 


Tuesday 


Few sunny intervals 


1 


Wednesday... 


Light to moderate rain from mid- 
morning 


2 


Thursday . . . 


Moderate to light rain from mid- 
morning 


3 


Friday 


Sunny in late morning 


4 


Saturday . . . 


Occasional light rain around mid- 
day, mist until late afternoon 


5 


Sunday 


Continuous rain until mid-day, 
brief sunny interval in afternoon 


6 


Monday 


Rain until mid-day, brief sunny 
interval and showers afternoon 


7 


Tuesday 


Sunny until early afternoon, sunny 
periods and showers in afternoon 


8 


Wednesday... 


Sunny until mid-afternoon, con- 
tinuous rain in evening 


9 


Thursday . . . 


Rain at first, sunny intervals and 
a shower in afternoon 


10 


Friday 


Mainly continuous rain from morn- 
ing until late evening 


11 


Saturday ... 


Showers and bright periods 


12 


Sunday 


Frost, sunny almost all day 


13 


Monday 


Frost, sunny period in morning 
then cloudy 


14 


Tuesday 


Mist in morning — Fog and frost in 
evening 


15 


Wednesday... 


Fog and mist at first — Fog until mid- 
evening 


16 


Thursday . . . 


Mist at first — Fog until early after- 
noon, mist afternoon and evening 


17 


Friday 


Occasional light drizzle in early 
afternoon 


18 


Saturday . . . 


Frost, occasional rain 


19 


Sunday 


Light rain at first, cloudy 


20 


Monday 


Frost morning and evening 


21 


Tuesday 


Frost at first, light to moderate snow 
in morning, sunny early afternoon 


22 


Wednesday... 


Mist, slight snow in morning, sunny 
in afternoon 


23 


Thursday ... 


Sunny for a while — Fog for a short 
time 


24 


Friday 


Mist, sunny afterwards 


25 


Saturday . . . 


Cloudy, short sunny interval in 
morning 


26 


Sunday 


Intermittent light rain, mist 


27 


Monday 


Little rain early, short bright period 
in afternoon 


28 


Tuesday 


Occasional rain in morning becom- 
ing continuous 


29 


Wednesday... 


Mist in morning, fog developing late 
afternoon becoming thick 


30 


Thursday . . . 


Thick fog 


31 


Friday 


Thick fog until mid-morning, fog 
early evening 


1 


Saturday . . . 


Mist until mid-morning 


2 


Sunday 


Cloudy, fog in morning 

1958 


December 30, 1957 


-5 January 



6-12 

13-19 

20-26 

27- 2 February 



13 



8 
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